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EDIC/ID-19
Control No. 2213
3. Februery 1956

MEMORANDUM FOR: Econcmic Defense Intelligence Committee
PROM: Acting Executive Secretary, EDIC

GUBJECT: Trensmittal of Statement on "Gains in Trade,
Expressed in Dollars, which might follow from
the Virtual Elimination of all Controls on
Prade with the Bloe", dated 30 January 1956.

1. The enclosed steterent is trensmitted to EDIC members
Por information.

2. This statement was prepared at the request of Mr.
Joseph M. Dodge, Chairman of the Council on Foreign Economic
Policy. It has been cleared by State, Defense, CIA, Commerca,
and ICA/MDAC.

25X1A9a

Acting Executive Secretary
Attachment
Distribuiion:

Cat. D (A1)
E (1-3)
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WHIGH MIGHT FOLLOV FEOM THE

GATNS IN TRADE, EXPRESSED IN DOLLARS,
‘ LAL ELIVIN L CONTRO!

The elimination of trade controls against the Soviet Bloc for all

commodities, except arms and atomic energy materials, might result in

an anmzl increase of Free World exports to the Bloc of as much as $350
mﬁ 1lion, About $150 million of this increase would result from the
relaxation of the differential controls against China., However, if the
United States maintained its unilateral controls, the increase in trade
aittributable solely to the differential China controls would be in ths
neighborhood of $60 million assuming there were no significant extension
of Wastarn long-term credits.

The increased trade resulting from the elimination of virtually
all controls, though amounting to about 15 percent of the present levsl
of Free World exports to the Soviet Bloc, would be very small in relation
to total Free World trade., Such an increase is too amall to be of sig-
nificant economic benefit to the Free World as a whole; although to a
mmbar of business firms, particularly in Japan, thls improvement in
trade would be important.

Since the imposition of trade controls, the Soviet Bloc has continued
to develop a rapidly expanding capability to export many commodities in
categories similar to those being controlled by the Free World. whilz
Bloc imports of industrial equipment, chemicals and petroleum products
remained relatively constant during 1953-56, Bloc exports of such goods

| have incrcased very substantially during the same period from a low
b iritial level. Although Bloc trade with the West is relatively small, the
Bioc has & rich natural resourca base comparable to that of other mesjor
industrial states and it is now supplying some of the industrial require-
ments of Western countries,

The elimination of virtually all trade controls would probably lead
to some increase in total Bloc purchases, particularly of certain metals,
ships, electronics and other complex industrial equipment. Bloc demand
for such complex industrial equipment would be confined to relatively few
categories since most of it is not included in the relatively narrow
range now affectively embargoed by the West.

The relative self-sufficlency of the Bloc?s economy is the result
of years of Soviet policy directed toward autarky stimulated to some
extent by over five years of Western trade controls, If the Bloc chose
to revise this policy, it could generate and pay for an increase in
imports from the West of as much as one billion dollars annually without
adverse and possibly with beneficial effect on the Bloc’s other long-rangze
economic uvlans, Such a change in policy could be adopted by the Bloec
within the pattern of present Fres World trade controls., However, it
is not considered likely that the Bloc would in fact change its policy
of limited trade with the Free World even if virtually all trade controls
were eliminated, except possibly as it might find it desirable to do 30
for political reascns,
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